INTRODUCTION
s a fraud examiner for a large, multinational organization with a division in Mexico it is your responsibility to investigate fraud allegations referred to you by the internal audit division. You have just completed a thorough investigation into one such allegation and are confident you have sufficient proof to obtain a confession from the perpetrator. An anonymous tip was the initial predication for this investigation. It simply said, "Pat's significant other is a fraudulent vendor." One of the division managers at your company is named Pat. Based upon this information, the internal audit department conducted a preliminary review of the matter. Their search of the accounts payable (AP) file revealed several questionable invoices. The invoices were for identical amounts but on different dates. There was no documentation to support these transactions other than the invoices. The auditors made some discreet inquiries among Pat's coworkers and learned of a recent relationship between Pat and Kim, a significant other who is not employed at your company. The auditors also learned that Pat had the authority to approve payment of invoices for less than $10,000.
The internal audit could have confronted Pat at this point about the allegations (O'Bryan & Quirin, 2012) . However, the internal auditors had recently attended a fraud workshop sponsored by your department in which the point was made that fraud investigations differ from audits in many respects. Allegations of fraud are sensitive matters and require proof, not mere hunches. The auditors wisely chose not to confront Pat, but rather to refer their case to your department for a formal fraud investigation. Approximately six months have elapsed since the initial, anonymous tip. Your fraud examination department has conducted a thorough investigation into this matter, the results of which appear in Exhibits 1-15 in the Appendix. This evidence links Pat to Kim, Kim to one of our vendors, namely Kimco Marketing, and proceeds from your company's checks made payable to Kimco Marketing to an account controlled by your employee, Pat. With this evidence you determine it is now appropriate to conduct an admission-seeking interview with Pat. The objective of this interview will be to obtain an oral and written confession from the perpetrator.
This case extends O'Bryan and Quirin (2012) and is designed to show how the case could have been properly handled. The primary objective of this case is to provide students with an opportunity to use the results of an investigation to conduct an effective, admission-seeking interview using the general approach recommended by the Association of Certified Fraud Examiners (ACFE).
Introduction and Objectives
This case is based upon an actual fraud investigation. In that case they discovered that their division manager was committing fraud at a foreign subsidiary. The company's internal auditors quickly confronted the fraudster and he was soon terminated. The fraudster never admitted any wrongdoing. He is believed to have destroyed key evidence before leaving the organization. Ultimately the fraudster sued the company for wrongful termination and won a six figure settlement for wrongful termination. Improper handling of the investigation resulted in a six figure loss from the embezzlement being compounded by the wrongful termination suit. O'Bryan and Quirin (2012) was designed to allow students to simulate the mistake made by the company investigators so that they could learn the perils of a rush to judgement in a fraud investigation.
The actual investigation in this case did not begin with an anonymous tip. However, anonymous tips are a frequent means of detecting fraud. One example of such a tip occurred in 2011 at Renault (Jones & Lublin, 2011) . Unfortunately, Renault similarly engaged in a rush to judgement resulting in bad publicity for their company. Anonymous tips are often useful in fraud examinations, but they should be handled with due care. The Renault case provides additional motivation for the lesson we are striving to impart in this case. Allegations of fraud should not be based on hunches, but rather on thorough investigations. Renault prematurely fired three top executives. When they learned they had been the victims of an elaborate hoax (Gauthier-Villars, 2011) they issued a public apology to the fired employees (Moffett & Pearson, 2011) . "Renault is the poster child for why you want to approach these situations with a sense of balance, and not have people rush to judgment," according to Robert Fatovic, the chief legal officer at Ryder Systems, Inc. (Jones & Lublin, 2011) .
Motivation
A number of sources discuss how to properly conduct an admission-seeking interview (e.g., Inbau, Reid, Buckley, & Jayne, 2013; Zulawski & Wicklander, 2002; Kranacher, Riley, & Wells, 2011; Albrecht, Albrecht, Albrecht, & Zimbelman, 2012) . The Association of Certified Fraud Examiners (ACFE) also has useful training resources related to admission-seeking interviews (e.g., ACFE, 2013a; ACFE, 2013b). Coe, Coussens, and Delaney, (2009) incorporate an admission-seeking interview into their case requirements by asking students to critique a recorded interview. This case is designed for students to assume the more active role of being the fraud examiner who is conducting the admission-seeking interview. The case setting, in which a thorough fraud examination has already been conducted, allows students to focus on using the results of the investigation to obtain a confession. The authors are not aware of a published case that provides students with such an experience. The contribution of this case study is not to extend the theoretical literature on admission-seeking interviews, but rather to provide instructors with a case study that will facilitate application of this knowledge.
Implementation
This case study is designed for an introductory course in fraud examination, forensic accounting, or interviewing and interrogation. It might also be useful in an auditing course to highlight the differing roles of internal auditors and fraud examiners in a typical fraud investigation. The typical student in these classes would be an upper-level, undergraduate student majoring in accounting or criminal justice.
O'Bryan and Quirin (2012) was framed in an internal audit setting. The internal auditors had predication that a fraud had been committed. Rather than conduct a complete investigation, they confronted the suspect with minimal evidence to support their allegation. This case was designed to show students the incorrect way to approach an admission-seeking interview. This case is an extension that takes place when the internal auditors decided to refer the case to the fraud examination department rather than confront the alleged fraudster. The fraud examination department subsequently conducted a complete investigation and the evidence confirms the initial predication. This extension to the earlier case was designed to give students the opportunity to practice the ACFE's approach to obtaining an oral and written confession.
This mirrors what we often observe in practice in which the internal audit department may initially obtain leads and conduct preliminary investigations into allegations of fraud. If their results confirm the fraud allegations, then internal auditing will refer the case to the fraud examination unit. This allows the auditors to maintain a positive working relationship with their clients while the fraud examiners aggressively pursue the case and confront the fraudster. In effect, the internal auditors remain "good cops" and the fraud examiners are the "bad cops". It also allows for some specialization as conducting a fraud examination is different in several respects from conducting a routine audit. This case is designed to be used after students have completed some study of the admission-seeking interview process. The idea is to have students first study the suggested approach to an admission-seeking interview and then put them in the active role of conducting an admission-seeking interview.
Students will need at least 30 minutes to study Exhibits 1-15 and formulate their interview process and questions. If they follow the recommended approach to an admission-seeking interview, it will take them at least 30 minutes to obtain a confession. We recommend two, successive class periods for this exercise. In the first class period, provide students with the case, group them with a partner, and give them some class time to prepare for the interview. The admission-seeking interview is then conducted in the second class period. As the instructor plays the role of the fraudster, it is important that he or she be evasive so that the interviewers have to be diligent to obtain a confession. It is not uncommon for fraudsters to confess rather quickly when confronted with evidence of wrongdoing. However, we envision this to be a more difficult case so that students will get more experience dealing with a fraudster who is reluctant to admit wrongdoing.
TEACHING NOTES
Exhibits 1-15 contain the results of the fraud investigation. Exhibits 1-6 are the six fraudulent invoices. The first three invoices occurred before the anonymous tip, while the next three occurred while the examination was ongoing. Exhibits 7-12 are the cancelled checks corresponding to the six invoices. Exhibits 7-9 indicate the checks were endorsed by Kim, while Exhibits 10-12 were first endorsed by Kim and then by Pat. This ties Pat directly to the fraud scheme. Exhibit 13 is a memo from the company's payroll department. From this memo we learn Pat is paying a significant amount of spousal maintenance and child support. This establishes financial need. We can also observe the bank account number from Exhibits 10-12 is the same as the one used for direct deposit of Pat's payroll check. The divorce can also be used to develop a rationalization for the fraud. The interviewer can display empathy to the accused and express their understanding of how such a traumatic event could cause a good person to do something wrong. Exhibit 14 is the report from a private investigator who followed Pat for a week. This report confirms Pat and Kim are involved in a relationship. Hence, we have tied Pat to Kim, Kim to Kimco Marketing, and Kimco Marketing proceeds flowing into Pat's bank account. Exhibit 15 is Pat's employment application from the human resources department. It can be used to learn about Pat's background to help build rapport in the interview. Exhibits 1-15 are designed to provide fairly conclusive evidence that Pat conspired with Kim to commit a fraudulent vendor scheme. The idea is to provide students with solid evidence of fraud and then see if they can utilize this evidence to obtain a confession.
The remainder of this teaching note will provide the instructor with an example script for the simulated interview. It would be impossible to envision every possible scenario that could take place, but the central theme is for the instructor to be elusive enough to force the students to use the ACFE framework for an admission-seeking interview to obtain an oral and written confession. The instructor will need to be creative in formulating their own responses to unforeseen questions.
The Admission-Seeking Interview
In the following sample interview script we depict how the admission-seeking interview might progress. The interviewee in this script initially attempts to stall the interviewers, but the interviewer overcomes this resistance and is able to continue the interview. Alternatively, the interviewee/instructor could initially refuse to cooperate and/or request that an attorney be present. The interviewer may be able to overcome this response by reminding the interviewee that it is company policy that all employees cooperate with internal investigations. Furthermore, since no state action is involved there is no constitutional requirement that an attorney be present; of course, the interviewee can still refuse to cooperate, but the interviewer can remind them of their duty to cooperate or face sanctions from the organization. Ideally, the interviewer will use persuasion and appeal to self-interest to convince the interviewee that it is in their best interest to cooperate. It will be up to the instructor to determine whether the interviewer has effectively overcome the interviewee's resistance to participate in the interview.
Ashlee is the interviewer in this sample script. Note that throughout the interview Ashlee uses non-threatening language and displays empathy to Pat.
(Begin Interview Script) Knock, Knock.
Pat: Yes.
Ashlee: Good afternoon Pat. My name is Ashlee. I was just reviewing some paperwork, and I need to ask you a few questions.
Pat: Can it wait? This has been a hectic day.
Ashlee: I understand, but I checked with your supervisor and she said it would be fine for you to visit with me for a few minutes.
Pat: Oh. Well, fine. Come on in then.
Ashlee: Actually, I reserved the conference room just down the hall. Let's grab some coffee and go down there.
Pat: Ok. Let me grab my phone so I can monitor emails while we visit.
Ashlee: That won't be necessary. We won't be long.
(An admission-seeking interview is best conducted in a neutral location with no distractions. Electronic devices are troubling since they would potentially allow Pat to communicate with Kim or others during the admission-seeking interview.) On Saturday, December 24, Mr. Lyonsack and the same female companion left 154 El Matador Drive at 1:05pm via Mr. Lyonsack's 2010 Chevrolet Camaro. They drove directly to 7900 Trofeo which is a residence located in the northwestern portion of Mexico City. The residence, according to public sources, is owned by Adam L. Aguilera. The female left the automobile, entered the residence, and stayed there for a very short period of time. As the female left the residence, I witnessed her holding and subsequently kissing a child who appeared to be two or three years of age. Mr. Lyonsack remained in his vehicle during that time. When the female departed the residence, she was wearing an orange blouse and multi-colored skirt. The two then traveled to the El Coach shopping center located in a very upscale, Mexico City neighborhood. I was able to capture the two of them via photograph shortly thereafter playing a game of billiards prior to eating lunch in a restaurant and cantina. As part of my surveillance, I was also monitoring social media sites used by Ms. Aguilera and Mr. Lyonsack. Shortly after the couple left the aforementioned restaurant and cantina, Ms. Aguilera posted a photo of the two of them together eating lunch. I downloaded this photo. I have embedded the image taken by me inside the restaurant as well as Ms. Aguilera's social media photo herein for your review. The two stayed in the El Coach shopping area until 7:30pm at which time they traveled back to 154 El Matador Drive. Mr. Lyonsack left his companion at the residence and traveled to 456 Conquer Avenue which, according to public sources, is a residence owned by him. Mr. Lyonsack did not leave 456 Conquer Avenue until Monday, December 26 at approximately 7:30am.
